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Economic law applies regardless of political circumstances 

During the Second Word War, Germany devised a secret plan to undermine the British economy by 
flooding the country with counterfeit Bank of England notes. 

Codenamed Operation Bernhard, in recognition of its mastermind, SS Major Bemhard Kriiger, the 
plan involved a team of 142 counterfeiters, drawn primarily from the inmate populations at 
Sachsenhausan and Auschwitz concentration camps. Beginning in 1942, the dragooned engravers and 
artists worked feverishly, forging huge quantities of £5, £10, £20, and £50 notes. By the time of 
Germany's surrender in May of 1945, the operation had produced 8,965,080 banknotes worth a total 
value of £134,610,810, an amount exceeding all the reserves in the Bank of England's vaults. 
The original plan called for the dropping of the forged notes from aircraft flying over Great Britain in 
the expectation that they would be picked up and eagerly circulated but that part of the scheme was 
never put into effect. By 1943, the Luftwaffe lacked the capacity to deliver the "economic weapon" in 
sufficient quantities and the operation was taken over by SS foreign intelligence agents who laundered 
the counterfeit currency, using it to finance their own espionage activities and pay for strategic imports. 
Although Operation Bernhard failed to meet its primary objective (the collapse of the British wartime 
economy), it was successful in flooding the European black markets with counterfeit pounds, thus 
undermining confidence in Britain's currency abroad, and causing its value to plummet. 
The Nazi plot may have been the most ambitious counterfeiting racket in history but it pales in 
comparison to the recent exploits of the world's central banks, especially those of the Federal Reserve. 




The Fed is currently creating, ex nihlio, more than a trilhon 
dollars a year and using the funny money to buy U.S. government 
debt and mortgage-backed securities and then taking them out of 
circulation. These purchases have propped up the bond market 
and kept banks solvent. But they have also caused the Fed's 
balance sheet to quadruple, growing from just under $1 trillion in 
2008 to nearly $4 trillion today. 

And there appears to be no end in sight to the reckless money 
creation. Janet Yellen, a "monetary policy dove" by all accounts, 
is about to be confirmed by the U.S. Senate as the next head of 
the Federal Reserve. Were Messrs. Bemanke and Greenspan 
"monetary policy hawks?" 
Now if a Nazi plot to flood Great Britain with counterfeit currency was a considered a serious threat to 
that nation's economy, what are we to make of our own central bank's policies? What is the 
fundamental difference between the SS pumping "liquidity" into the British economy via black markets 
in the 1940's and the Federal Reserve pumping "liquidity" into the US economy today? 
The answer, of course, is there really is no difference. Economic law applies regardless of political 
circumstances. If you print money faster than the rate of production, you will have more money chasing 
fewer goods and sooner or later you will have price inflation. It really is just that simple. 
An important distinction, however, between the Nazi counterfeiting scheme and the Fed's current 
monetary policy is that the US dollar is still the dominant international reserve currency. This 
"exorbitant privilege" enables US monetary authorities to engage in periodic devaluations without 
being immediately confronted with a balance of payments crisis or domestic price inflation. 
Right now the Fed's inflationary policies have yet to show up in the Consumer Price Index though 
there are those who claim the rate of price inflation has been purposely understated by the US 
government. And indeed consumer prices have gone up in the last five years. 

It should also be taken into consideration that the consequences of currency devaluation can manifest 
themselves in ways other than overt sticker shock. For instance, producers anticipating consumer 
resistance to price inflation can reduce the quality or quantity of their goods rather than raise prices. 
This is happening today as many products are now being packaged in smaller amounts yet are being 
sold at the same price. 

Moreover, when you're measuring price inflation, your baseline is crucial to your analysis. Absent 
intervention by the US government and the Fed, the Crash of 2008 would have precipitated widespread 
deflation. This did not happen as the US Treasury and central bank pumped in trillions of new dollars 
to arrest the panic. The new money has created relative "price stability" in the past few years but this 
itself is evidence of inflation because otherwise prices would have fallen. 

And we can look at bond prices as evidence of inflation. The bond market is an enormous bubble that 
has been intentionally created by the Fed in order to forestall the inevitable reckoning for decades of 
overspending by the Congress. 

That said, the dreaded hyperinflation that many predicted would happen has yet to occur. Why? 
It appears the inflationary deluge is being held back by the Fed's policy of paying banks not to lend 
money. Boston University economist Laurence Kotlikoff elaborated on this very point in Forbes last 
September. He wrote: 

But why haven't prices started rising already if there is so much money floating around? This 
year's inflation rate is running at just 1.5 percent. There are three answers. 
First, three quarters of the newly created money hasn't made its way into the blood stream of the 
economy - into Ml - the money supply held by the public. Instead, the Fed is paying the banks 
interest not to lend out the money, but to hold it within the Fed in what are called excess reserves. 
Since 2007, the Monetary Base - the amount of money the Fed's printed - has risen by $2.7 



trillion and excess reserves have risen by $2.1 trillion. Normally excess reserves would be close 
to zero. Hence, the banks are sitting on $2.1 trillion they can lend to the private sector at a 
moment's notice, i.e., we're looking at an gi-normous reservoir filling up with trillions of dollars 
whose dam can break at any time. Once interest rates rise, these excess reserves will be lent out. 
But, and this is point two, other things aren't equal. As interest rates and prices take off, money 
will become a hot potato, i.e., its velocity will rise. Having money move more rapidly through the 
economy - having faster money - is like having more money. Today, money has the slows; its 
velocity - the ratio GDP to Ml — is 6.6. Everybody's happy to hold it because they aren't losing 
much or any interest. But back in 2007, Ml was a warm potato with a velocity of 10.4. 
If banks fully lend out their reserves and the velocity of money returns to 10.4, we'll have enough 
Ml, measured in effective units (adjusted for speed of circulation), to support a nominal GDP 
that's 3.5 times larger than is now the case. I.e., we'll have the wherewithal for almost a 
quadrupling of prices. But were prices to start moving rapidly higher. Ml would switch from 
being a warm to a hot potato, i.e., velocity would rise above 10.4, leading to yet faster money and 
higher inflation. 

So, if commercial banks began lending at a rate resembling the historical norm, we would soon be 
experiencing hyperinflation. That is hardly a comforting thought. I suppose the only saving grace at 
that point would be in an economy already laden with massive debt, there might be very little demand 
for more credit and thus the money multiplier effect may not kick-in, at least not with the vengeance 
foreseen by Mr. Kotlikoff. 

The Fed's massive intervention into the market has been defended by the usual Keynesian suspects as a 
necessary measure to spur economic recovery. And yes, the Fed's overheated printing presses have 
fueled a stock market boom. Unfortunately, this latest bubble has not lifted the real economy which 
remains in the doldrums. Private sector investment remains low and unemployment high. 
The problem with this situation is the moment the Fed takes away the easy money, the market will 
collapse. Indeed, we have reached a point where just the suggestion of the Fed "tapering off' sends 
financial markets into a panic. 

So the Fed has painted itself, and the entire U.S economy, into a comer. There is no way the Fed can 
stop creating money and liquidate its bloated balance sheet without reaping a deflationary whirlwind. 
And with an economy addicted to perennial trillion-dollar budget deficits and consumer debt, the 
political will to stomach such a painful yet necessary correction is not likely to be manifested anytime 
soon. 

Vladimir Lenin is reported to have said, "the best way to destroy the capitalist system is to debauch the 
currency." He was right. So why is the Fed following the advice of a deceased communist 
revolutionary? 

No, I don't think it is because the Federal Reserve Board has been infiltrated by communist moles, or 
Nazi agents for that matter. Although it is difficult to imagine commie saboteurs doing more damage to 
the U.S. economy than the monetary commissars now in charge at the Eccles building. 
Perhaps the famed economist and alleged Fabian socialist John Maynard Keynes provided the answer 
when he wrote: 

By a continuing process of inflation, governments can confiscate, secretly and unobserved, 
an important part of the wealth of their citizens. There is no subtler, no surer means of 
overturning the existing basis of society than to debauch the currency. The process engages 
all the hidden forces of economic law on the side of destruction, and does it in a manner 
which not one man in a million is able to diagnose. 
That ratio has probably improved somewhat lately. A greater portion of the public appears to be 
catching on to the Fed's monetary sleights of hand. The increasing demand for physical gold and silver 
as well as the various state initiatives to re-monetize those precious metals are auspicious signs of such 
an awakening. 
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A paper currency system contains the seeds of its own destruction. The temptation for the 
monopolist money producer to increase the money supply is almost irresistible. In such a system 
with a constantly increasing money supply and, as a consequence, constantly increasing prices, it does 
not make much sense to save in cash to purchase assets later. A better strategy, given this senario, is to 
go into debt to purchase assets and pay back the debts later with a devalued currency. Moreover, it 
makes sense to purchase assets that can later be pledged as collateral to obtain further bank loans. A 
paper money system leads to excessive debt. 

This is especially true of players that can expect that they will be bailed out with newly produced 
money such as big businesses, banks, and the government. 

We are now in a situation that looks like a dead end for the paper money system. After the last cycle, 
governments have bailed out malinvestments in the private sector and boosted their public welfare 
spending. Deficits and debts skyrocketed. Central banks printed money to buy public debts (or accept 
them as collateral in loans to the banking system) in unprecedented amounts. Interest rates were cut 
close to zero. Deficits remain large. No substantial real growth is in sight. At the same time banking 
systems and other financial players sit on large piles of public debt. A public default would 
immediately trigger the bankruptcy of the banking sector. Raising interest rates to more realistic 
levels or selling the assets purchased by the central bank would put into jeopardy the solvency of the 
banking sector, highly indebted companies, and the government. It looks like even the slowing down of 
money printing (now called "QE tapering") could trigger a bankruptcy spiral. A drastic reduction of 
government spending and deficits does not seem very likely either, given the incentives for politicians 
in democracies. 



So will money printing be a constant with 
interest rates close to zero until people lose 
their confidence in the paper currencies? 
Can the paper money system be maintained 
or will we necessarily get a hyperinflation 
sooner or later? 

There are at least seven possibilities: 

1. Inflate. Governments and central banks 
can simply proceed on the path of inflation 
and print all the money necessary to bail out 
the banking system, governments, and other 
over- indebted agents. This will further 
increase moral hazard. This option 
ultimately leads into hyperinflation, thereby 
eradicating debts. Debtors profit, savers lose. 
The paper wealth that people have saved 
over their life time will not be able to assure 
such a high standard of living as envisioned. 

2. Default on Entitlements. Governments 
can improve their financial positions by simply not fulfilling their promises. Governments may, for 
instance, drastically cut public pensions, social security and unemployment benefits to eliminate 
deficits and pay down accumulated debts. Many entitlements, that people have planned upon, will 
prove to be worthless. 

3. Repudiate Debt. Governments can also default outright on their debts. This leads to losses for banks 
and insurance companies that have invested the savings of their clients in government bonds. The 
people see the value of their mutual funds, investment funds, and insurance plummet thereby revealing 
the already-occurred losses. The default of the government could lead to the collapse of the banking 
system. The bankruptcy spiral of overindebted agents would be an economic Armageddon. Therefore, 
politicians until now have done everything to prevent this option from happening. 

4. Financial Repression. Another way to get out of the debt trap is financial repression . Financial 
repression is a way of channeling more funds to the government thereby facilitating public debt 
liquidation. Financial repression may consist of legislation making investment alternatives less 
attractive or more directly in regulation inducing investors to buy government bonds. Together with 
real growth and spending cuts, financial repression may work to actually reduce government debt 
loads. 

5. Pay Off Debt. The problem of overindebtedness can also be solved through fiscal measures. The 
idea is to eliminate debts of governments and recapitalize banks through taxation. By reducing 
overindebtedness, the need for the central bank to keep interest low and to continue printing money is 
alleviated. The currency could be put on a sounder base again. To achieve this purpose, the government 
expropriates wealth on a massive scale to pay back government debts. The government simply 
increases existing tax rates or may employ one-time confiscatory expropriations of wealth. It uses these 
receipts to pay down its debts and recapitalize banks. Indeed the IMF has recently proposed a one-time 
10-percent wealth tax in Europe in order to reduce the high levels of public debts. Large scale cuts in 
spending could also be employed to pay off debts. After WWII, the US managed to reduce its debt-to- 
GDP ratio from 130 percent in 1946 to 80 percent in 1952. However, it seems unlikely that such a debt 
reduction through spending cuts could work again. This time the US does not stand at the end of 
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a successful war. Government spending was cut in half from $118 billion in 1945 to $58 billion in 
1947 . mostly through cuts in military spending. Similar spending cuts today do not seem likely without 
leading to massive political resistance and bankruptcies of overindebted agents depending on 
government spending. 

6. Currency Reform. There is the option of a full-fledged currency reform including a (partial) default 
on government debt. This option is also very attractive if one wants to eliminate overindebtedness 
without engaging in a strong price inflation. It is like pressing the reset button and continuing with a 
paper money regime. Such a reform worked in Germany after the WWII (after the last war financial 
repression was not an option) when the old paper money, the Reichsmark, was substituted by a new 
paper money, the Deutsche Mark. In this case, savers who hold large amounts of the old currency are 
heavily expropriated, but debt loads for many people will decline. 

7. Bail-in. There could be a bail-in amounting to a half-way currency reform. In a bail-in, such as 
occurred in Cyprus, bank creditors (savers) are converted into bank shareholders. Bank debts decrease 
and equity increases. The money supply is reduced. A bail-in recapitalizes the banking system, and 
eliminates bad debts at the same time. Equity may increase so much, that a partial default on 
government bonds would not threaten the stability of the banking system. Savers will suffer losses. For 
instance, people that invested in life insurances that in turn bought bank liabilities or government bonds 
will assume losses. As a result the overindebtedness of banks and governments is reduced. 

Any of the seven options, or combinations of two or more options, may lie ahead. In any case they will 
reveal the losses incurred in and end the wealth illusion . Basically, taxpayers, savers, or currency users 
are exploited to reduce debts and put the currency on a more stable basis. A one-time wealth tax, a 
currency reform or a bail-in are not very popular policy options as they make losses brutally apparent at 
once. The first option of inflation is much more popular with governments as it hides the costs of the 
bail out of overindebted agents. However, there is the danger that the inflation at some point gets out of 
control. And the monopolist money producer does not want to spoil his privilege by a monetary 
meltdown. Before it gets to the point of a runaway inflation, governments will increasingly ponder the 
other options as these alternatives could enable a reset of the system. 



Trans-Pacific Partnership: Bigger And More 
Dangerous Than Obamacare (Video) 



William F. Jasper 
thenewamerican.com 
December 15, 2013 




We all remember Representative Nancy Pelosi's infamous statement that we have to pass the 
ObamaCare legislation so that we can find out what's in it. That was in 2010 and Mrs. Pelosi was then 
speaker of the House of Representatives. 



Well, Congress followed her advice and passed ObamaCare, formally known as the Patient Protection 
and Affordable Care Act. Three years later, in October of 2013, tens of millions of Americans began 
finding out what was really in the bill, as they began receiving health insurance cancellations and/or 
massive premium hikes. They also began to learn that under ObamaCare the IRS has been given new 
powers to go after them, their businesses, and their bank accounts. And that is only the beginning. As 
with all legislation, the devil is in the details, and lots of devils keep popping out of the constantly 
evolving details, as dozens of federal agencies continue churning out thousands of pages of regulations 
to implement the misbegotten, misnamed Affordable Care Act. 

There are many important lessons from ObamaCare that we should apply to another huge project that 
could have a similarly devastating impact on our nation. In November 2009, President Obama 
announced his intention to have the United States participate in a so-called trade agreement known as 
the Trans-Pacific Partnership. I say so-called trade agreement because 80 percent of the proposed 
agreement deals with a great many issues besides trade. 

The Trans-Pacific Partnership, or TPP, as it is called, is an all-out assault on our national sovereignty. It 
would unconstitutionally transfer legislative powers from the U.S. Congress, our state legislatures, and 
our city and county governments to multi-national corporations and unaccountable international 
bureaucrats at the World Trade Organization, or WTO. Incredibly, it also would transfer judicial powers 
from our federal and state courts — which are bad enough — to globalist TPP judges at regional 
tribunals and the WTO. It would also confer huge advantages on foreign businesses and large 
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is a secret trade agreement being negotiated behind the backs 
of congress and tlie American people, but with the help of 600 
corporate advisers. It threatens to undermine democracy by 
entrenching corporate power in virtually every area of our 
lives. From food safety and the environment, to worker rights^ 
and access to health care, the TPP Is about much more than 
trade, it is a global corporate coup. % 
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TPP will affect you and your family, and what you can 
do to help stop it! 



multinationals, while at the same time putting companies that operate here in America — especially 
small and medium-sized enterprises — at a competitive disadvantage. American businesses would 
remain shackled by the regulations of EPA, FDA, OSHA, etc. while their foreign competitors could 
operate here unimpeded by those same strictures. Like the infamous NAFTA trade agreement passed in 
the '90s, the TPP would usher in another wave of outsourcing, as the remaining manufacturing and 
technology bases would be given incentives to move to Pacific Rim countries, resulting in millions 
more American job losses. 

With TPP negotiations on track to be completed by the end of 2013, President Obama will likely ask 
Congress to approve this trade agreement in early 2014. Contact your senators and representative and 
urge them to oppose the Trans-Pacific Partnership, and see the many additional articles listed below the 
video that we've published detailing the dangers of the TPP. 

Trans-Pacific Partnership (TPP): Bigger and More Dangerous Than ObamaCare VIDEO 
BELOW 

http://www.voutube.com/watch?v=fHYlZb65gVY 



Related Articles 



The Trans Pacific Partnership - A Corporate Fascist Coup 

WikiLeaks releases new documents exposing secret Trans-Pacific Partnership talks 

Trans-Pacific Partnership Ready for Christmas Delivery? 

Trans Pacific Partnership: Corporate Escape From Accountability 

U.S. -led Pacific trade pact (TPP) misses 2013 deadline for agreement 

INFOWARS.COM 



BECAUSE THERE^S A WAR ON FOR YOUR MIND 



